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HOUSE JOINT RESOLUTION NO. 16

A JOINT RESOLUTION OF THE SENATE AND THE HOUSE OF
REPRESENTATIVES OF THE STATE OF MONTANA REQUEST-
ING THAT APPROPRIATE LEGISLATIVE COMMITTEES AND
THE BOARD OF PUBLIC EDUCATION WORK TOGETHER TO
ESTABLISH A DEFINITION OF BASIC EDUCATION FOR MON-
TANA PUBLIC SCHOOLS AND TO DETERMINE THE COST OF
PROVIDING A BASIC EDUCATION: TO DEVELOP A FISCAL
NOTE PROCEDURE THAT LINKS EDUCATION POLICIES TO
THE STATE BUDGET PROCESS: AND REQUIRING A REPORT OF
THE FINDINGS OF THE COORDINATED STUDY TO THE 5 1ST
LEGISLATURE.

WHEREAS, a number of Montana school districts have tiled suit against

the state on the grounds that the state has failed to meet a constitutional

obligation to fund its share of a basic quality education for the public

school children in the state and has therefore denied an equal educational

opportunity to the children: -

WHEREAS, the Montana Legislature, through a subcommittee of the

Legislative Finance Committee, made a aiiigent effort to address the defini-

tion of basic education and its funding and formulate public policies that

would address the issues of this litigation:

WHEREAS, the Legislative Finance Committee formed a subcommittee
with the objectives of reviewing the definition of basic education and deter-

mining the cost of basic education in Montana:

WHEREAS, the Subcommittee on School Funding defined basic educa-

tion as the Board of Public Educations school accreditation standards and.

with the assistance of the State Office of Public Instruction, attempted to

determme a preliminary cost of these standards and. based on available

fiscal data, determined the state is paying for the cost of the accreditation

standards in a manner not related to the ability or willingness of the school

district to supplement the state support:

WHEREAS, the subcommittee determmed there is a need to continually

review whether accreditation standards adequately define basic education:

if so. It is now necessary to further articulate what performance factors are

expected from the accreditation standards: review more fiscal data from the

schools on the cost of implementing the standards: and provide an under-

standable method of coordination and articulation among the accreditation

standard requirements, student performance expectations, and state fund-

ing levels: and

WHEREAS, this further analysis needs to be done with significant

opportunity for participation by all groups and individuals concerned about

public education and public tax dollars.

NOW. THEREFORE. BE IT RESOLVED BY THE SENATE AND THE
HOUSE OF REPRESENTATIVES OF THE STATE OF MONTANA:

(1) That there should be a thorough intenm study regarding:

(a) the adequacy of the accreditation standards:

(b) the cost of providing services to meet the accreditation standards:

(c) a procedure for presenting information to the Legislature on the

cost of existing and proposed accreditation standards: and



(d) methods of funding basic education.

(2) That to accomplish this goal, the Legislature requests that:

(a) the Board of Pubhc Education administer and coordinate a review

of the adequacy of accreditation standards, with appropnaie assistance

from the Office of Pubhc Instruction:

(b) the Legislative Finance Committee further develop the cost compo-
nents of the existing and proposed accreditation standards and evaluate the

state financing method for providing a basic education in the public

schools: and

(c) a legislative interim committee be assigned to monitor and evaluate

the Board of Public Education's accreditation standard review and to con-

sider any student performance expectations that may be linked to the

accreditation standards and school funding.

(3) That the Board of Public Education and the two legislative commit-
tees coordinate their work to develop -a fiscal note and budgeting system

that provides articulation between the education policymaKers and those

responsible for balancing the state budget.

(4) That the Board of Public Education and the Legislative Finance

Committee and a legislative interim committee recommend to the 51st

Legislature their definition of a basic education and how such a basic edu-

cation may be equitably funded.

Passed April 8. 1987.
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SUMMARY OF RECOMMENDATIONS

The Joint Interim Subconunittee on Basic Education, in

joint action with the Legislative Finance Conunittee

and the Board of Public Education, reconunends the

following to the 51st Legislature:

that the instructional portion of a definition of

a basic system of education be the school

accreditation standards adopted by the Board of

Public Education; and

that the final report of the K-12 Education

Subcommittee of the Legislative Finance Committee

be accepted by the 51st Legislature, without

approval or disapproval, for further consideration

in the Legislature's quest for methods of

equalizing the funding of K-12 public education in

Montana. The report presents that subcommittee's

estimate of the cost of meeting the accreditation

standards proposed by the Board of Public

Education and presents a plan for equalizing the

cost of the proposed standards.

Ill
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INTRODUCTION TO STUDY RESOLUTION HJR 16

House Joint Resolution No. 16 of the 1987 Legislative

Session established a unique mechanism for addressing,

during the interim, the anticipated District Court

decision on the constitutionality of the Montana school

funding system. HJR 16 requested that the Board of

Public Education, the Legislative Finance Committee,

and an appointed interim committee work together to:

establish a definition of basic education for

Montana public schools;

determine the cost of providing a basic education

and how to equitably fund such a system; and

develop a fiscal note procedure that links

education policies to the state budget process.

Each of the three participating groups was to complete

a specific study function.

The Board of Public Education (Board) was

requested to coordinate a review of the adequacy

of the Board's school accreditation standards.

The Legislative Finance Committee (LFC), six

members of which were subsequently appointed as

the K-12 Education Subcommittee, was to develop

the cost components of the existing and proposed

accreditation standards and to evaluate methods of

financing a basic education.

The Joint Interim Subcommittee on Basic Education

(Subcommittee on Basic Education or Subcommittee)

was appointed after the session and was directed



to monitor and evaluate the Board's accreditation

standard review and to consider any student

performance expectations that may be linked to the

accreditation standards and school funding.

HJR 16 acknowledged the events of the previous

legislative interim that triggered the need for the

coordinated study of major education issues:

the school funding lawsuit, filed in April 1985,

heard in Helena District Court in May 1987, and

eventually decided by Judge Henry Loble in January

1988. (See reference no. 5.) The lawsuit alleged

that the state does not provide an equal

educational opportunity to each Montana student,

nor does it fund its share of a basic system of

education as required by the 1972 Montana

Constitution.

the 1986 interim work of the School Funding

Subcommittee of the LFC to determine whether the

Board's current accreditation standards provide an

adequate definition of basic education for school

funding purposes and to begin to analyze the costs

of the accreditation standards;

— the School Funding Subcommittee's final

recommendation that the Board and the state's

citizens fully review and possibly redesign the

accreditation standards if the standards are to

constitute part of a basic system of education and

form the foundation of any school funding plan

designed by the Legislature or mandated by the

court;

the School Funding Subcommittee's recommendation

VI



that the Board establish a student assessment

policy (enacted as Chapter 377, L. 1987) and

discussion that student performance may be linked

to funding of a basic system of education; and

recognition of the need for a method of budgeting

and reporting the cost of any established

definition of basic education to those responsible

for balancing the state budget.

The resolution stressed the importance of extensive

public participation in this major policy area,

especially in recognition of the state's revenue

projections and public concern over current state

taxation policies.
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SUBCOMMITTEE DELIBERATIONS AND ACTIONS

The following chronology is designed to highlight the

steps of the study process, acknowledge major

testimony, list the reports presented to the

Subcommittee on Basic Education, and track the

Subcommittee's interaction with the other HJR 16

participants. This report refers to deliberations and

actions of the other HJR 16 participants. However,

each of those entities will submit final reports to the

51st Legislature.

Reports and testimony are numbered to correspond to the

reference list on pages 27 and 28. All materials are

compiled and on file in the Montana Legislative Council

library.

First Meeting of the Subcommittee on Basic Education —
September 17, 1987, Helena

(1) The Subcommittee approved a staff study plan for

its part in the HJR 16 study process.^

(2) Claudette Morton, Executive Secretary of the Board

of Public Education, and Alan Nicholson, Chairman

of the Board, explained that the Board's review of

the accreditation standards would be called

"Project Excellence: Designing Education for the

Next Century". The Board's zero-based approach

would be initially developed by the Project's

appointed Action Groups, who would determine the

"learner outcomes" necessary to meet the

educational needs of students from now into the

next century and would compare those desired

outcomes with the present standards. The Board

would also study compliance procedures and the

roles of the state, school districts, and school



personnel in student assessment. The Board

solicited nominations to the eight curriculum area

Action Groups and was committed to select a strong

representation of educators, specialists, and lay

persons from all parts of the state. The Board

expressed its commitment to work with the other

two HJR 16 groups to define a basic system of

education and its costs.

(3) A number of interested parties within the

education community pledged cooperation with the

HJR 16 study process.

(4) Staff reviewed four reports on school curriculum

and basic education in Montana and the nation.^

The reports on other states' curricula conclude

that few states have developed a statutory or

constitutional definition of basic education and

that Washington is the only state that links such

a definition to a funding formula. The report on

Montana traced the history of state policies on

school curriculum and previous attempts at

defining basic education.

Board of Public Education's Project Excellence

Direction Setting Meeting — September 18, 1987, Helena

Over 400 educators, legislators, and interested

citizens gathered at the Helena Civic Center to help

set the direction for Project Excellence, the review of

the school accreditation standards mandated by HJR 16.

Working in small groups, the participants were asked to

"step into the future" and envision what life might

hold for the kindergarten class of 1987—the class that

will graduate in the year 2000. The groups considered

what would change and what would stay the same in



society and for education with regard to the categories

of mental and physical well-being, thinking skills,

communications, and citizenship. This activity

resulted in an interesting collection of projections

that were then used by the groups to build consensus

and to set priorities about the future role of schools

and Montana's education system. The Board published an

executive summary of the September 18 meeting.^

Among the dozens of general priorities were the

following (not given in any order of importance):

Education funding is the highest priority and

should reflect Montanans' desire to prepare their

children and citizens for the challenges of the

future.

Montana education should be an education for world

citizenship.

A school's structure and philosophy should

emphasize a cross-disciplinary approach to

learning so that students and teachers may view

knowledge as interrelated.

Class sizes must be kept small.

Local control of schools is essential.

Teachers should teach the process of thinking, not

just content.

The state should take the lead in developing

telecommunications and distance-learning systems

for school use.



The Board o£ Public Education's First Action Group

Meeting — October 29 and 30, 1987, Lewistown

At the September meeting, the Board solicited

nominations for membership on the eight Action Groups,

which were to develop new accreditation standards in

the areas of school curriculum and service. The final

selection resulted in groups that typically included

teachers, administrators, school board members,

legislators, college professors, county superintendents

of schools, and lay persons. The Action Groups

utilized specialists and facilitators from the Office

of Public Instruction. Action Group members who were

also legislators were Representative Dick Corne,

Senator Bill Yellowtail, and Senator Bob Brown. The

Action Groups were divided into school services

(administration, library, and guidance), social

studies, communications, mathematics, fine arts,

vocational/practical arts, science, and health and

physical education.

The Action Groups met October 29 and 30 at the Yogo Inn

in Lewistown. Also in attendance were the following

members of and staff to the Subcommittee on Basic

Education who were invited to participate in the

activities: Senators Blaylock, Hammond, and Jergeson;

Representatives Schye and Phillips; and Andrea Merrill

and Helen MacPherson, Legislative Council.

As an opening activity, the Action Groups were

addressed by spokespersons who discussed a number of

issues considered by the Board to "overarch" Project

Excellence curriculum areas. The issues included

special education, educational equity, programs for

gifted and talented, and Native American concerns.



Through the evening and second day, each Action Group

met to develop a goal statement and preliminary drafts

of "learner outcomes" in the group's subject area.

Each group also selected dates and places for the next

two meetings of that group. The Action Groups were

expected to meet in early December and late January to

finalize suggested standards.

When drafting the desired learner outcomes, the Action

Groups were asked to consider the following: skills

and concepts to be learned; attitudes to be developed;

and behaviors to be acquired. Grades were grouped as

K-3, 4-8, and 9-12.

Action Group Meetings — November to April

From November 1987 through January 1988, the eight

curriculum area Action Groups met at various locations

around the state to: develop the subject area goal

statements and learner outcomes; determine the

processes and resources required of schools to achieve

the outcomes; and compare the old standards to any

proposed changes. In addition, an Implementation

Action Group, consisting of the chairpersons of each

Action Group, met in January, February, and April 1988

to refine and coordinate the work of the other Action

Groups for presentation to the Board on May 2, 1988.

Second Meeting of the Subcommittee on Basic Education

— April 30, 1988, Helena

(1) The Subcommittee reviewed the Board's progress to

date, including a draft of the proposed

accreditation standards. The standards would be

presented for public comment at seven public

hearings around the state in mid- to late May.*



The Board also provided the Subcommittee with a

progress report entitled The Rationale Behind the

New Standards , which was distributed to all

legislators and thousands of other Montanans in

preparation for the May public hearings. (See

Appendix A.

)

(2) Alan Nicholson, Chairman of the Board, explained

the Board's position as a codefendant in the

school funding lawsuit, which was decided January

13, 1988, by First Judicial District Court Judge

Henry Loble. The Board had asked the court to

rule' on two issues: whether education is a

"fundamental" right under the Montana

Constitution; and whether the accreditation

standards establish a measure of adequacy by

specifying for the schools the minimum upon which

a basic system of free quality education must be

built.

(3) Rick Bartos, Assistant Superintendent, Legal

Services, Office of Public Instruction, provided

the Subcommittee with a copy of the Loble

decision.^

Mr. Bartos also reviewed for the Subcommittee a

summary of the Loble decision that was prepared

for the Legislative Finance Committee meeting on

January 21, 1988. The summary listed the

following conclusions of law gleaned from the

decision:

Education is a fundamental right.

The strict scrutiny test must be applied.



To maintain current funding practices, a

compelling state interest must be

demonstrated.

Montana's serious economic problem is no

excuse for not addressing funding equity.

Local control is not absolute.

Disparities in per pupil expenditures may be

permissible if they are the result of and

closely tailored to educationally relevant

factors.

Drafters of the 1972 Montana Constitution had

educational "inputs" or expenditures in mind

when they adopted the equality of educational

opportunity clause. Educational inputs, as

measured by expenditures on educational

programs and services, are a proper measure

of educational opportunity. Equality of

dollar input is a manageable goal.

The state has not defined a basic quality

education.

The court will retain jurisdiction and will

exercise power of judiciary to review what

the Legislature develops.

(4) Curt Nichols, Deputy Legislative Fiscal Analyst,

presented staff reports prepared for the LFC's

K-12 Education Subcommittee on the cost of meeting

the current accreditation standards and on public

school funding systems in other states.^ The cost

report presented an estimation of the costs to



schools of complying with the current

accreditation standards. Table 28 of that

document indicates that the calculated cost of

compliance comprised of the general fund,

retirement, and insurance costs, was $355.9

million in fiscal 1986. That amount was 81% of

the actual school expenditures statewide for those

programs in fiscal year 1986.

Third Meeting of the Subcommittee on Basic Education —
June 23, 1988, Helena

(1) A Subcommittee member or staff person had attended

each of the Board's seven public hearings (except

the Miles City hearing) on the proposed

accreditation standards. Their observations

follow.

Andrea Merrill, staff researcher, reported that

the Butte hearing drew many people from Helena and

Dillon, in addition to a number of legislators

from south central Montana. Comments, on the

whole, were positive.

Representative Phillips reported that the Great

Falls hearing was well-attended, but was composed

mostly of educators. The librarians were quite

vocal in their concern about lessening the

staffing requirements and the lack of minimum

expenditure mandates. Most comments at the

meeting were positive, and the negative comments

concerned the implementation costs.

Senator Hammond reported that the Wolf Point

hearing had about 150 participants, predominantly

educators. Most of the testimony was negative.
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and the major concern was cost and the fate of

existing programs.

Representative Schye reported that the Wolf Point

hearing seemed to have representatives from most

of the schools in the northeast corner of the

state.

Representative Sands reported that the Billings

hearing had about 250 persons, mostly educators.

There was a marked contrast between responses from

Billings, which were generally positive, and the

more negative responses from outlying areas, where

persons were concerned about the effect on and

cost to small schools.

Senator Blaylock reported that the Billings

hearing was composed mostly of educators. There

was much dissent from the librarians about changes

in library standards.

Representative Stang and Senator McCallum reported

that the Kalispell and Missoula hearings generated

mostly positive comments. However, the librarians

were very critical of the proposals. Representa-

tive Stang and Senator McCallum were disappointed

that the outlying areas and lay persons were not

well represented.

Senator Jergeson reported that the Great Falls

hearing drew persons from Havre, but not the

smaller communities. Comments were mixed.

(2) Alan Nicholson, Chairman of the Board, offered the

Subcommittee a summary of written public comments

to date and a compilation of news articles on the



hearings.'

Mr. Nicholson responded to various criticisms

expressed at the hearings. He reiterated the

Board's intent that the proposed standards not be

"competency-based"—that is, schools need not show

that students score a certain competency rate on

the various "learner outcomes", but rather schools

must offer the curriculum that gives students the

opportunity to learn the desired outcomes and the

schools should include assessment measures of

their own selection to judge whether the program

is properly providing the material. He also

stressed that the Board will provide a 7-year

phase-in schedule to lessen the impact on schools

and the state's financial resources. The Board

planned to respond to concerns and revise the

standards accordingly, with the help of the

Implementation Action Group and other experts, at

Board meetings in July and August. At the

September meeting, the Board intends to notice the

revised standards for rulemaking hearings in

November 1988. The Board plans to adopt the

standards in December 1988. The standards will be

effective July 1, 1989, after the Legislature has

met. Section 20-2-115, MCA, mandates that the

Board develop a fiscal note for legislative review

if a rule proposed by the Board has a significant

financial impact. (See discussion of the

Legislature's role in implementation of Board

rules in reference no. 11 and Appendix D.

)

Mr. Nicholson also informed the Subcommittee that

at the Board's June 18, 1988, meeting, the Board

unanimously agreed that the instructional part of

a basic system of free quality public schools

10



should be defined by the proposed accreditation

standards. The Board also agreed that the

following were items for consideration in defining

a basic system: special education; programs for

the gifted and talented; teachers' retirement and

benefits; teachers' experience levels; in-service

training; support personnel; building insurance;

capital outlay for buildings; transportation; up-

to-date resources and equipment for the curriculum

areas; cocurricular and extracurricular

activities; and various school board and local

government costs, such as elections.

(3) Subcommittee members voiced concerns about the

Board's outcome-based approach, the absence of

student assessment guidelines, how the Board will

track and help districts with implementation, and

whether the Board would revise its current

intention to not specify the number of graduation

requirements.

(4) Jim Goetz, attorney for the plaintiff school

districts in the school funding lawsuit, was asked

to respond to Subcommittee questions on the Loble

decision and the appeal process. He stressed that

the plaintiff's position centered on the "equal

educational opportunity" clause of the 1972

Montana Constitution and not on whether the state

had an adequate definition of a "basic system of

free quality ... schools", as used in the

constitution. He felt it was "dangerous" and

"misleading" to concentrate only on defining and

setting in concrete a definition of a basic

education when the equity question could be solved

by funding in a fair manner the existing education

finance system that has evolved in Montana. He

11



offered a letter in which he had responded to the

K-12 Education Subcommittee's cost studies to

date. Accompanying the letter was a paper setting

forth a number of consensus points that seem to be

emerging from dialogue in the Montana education

community.^

(5) The Subcommittee used a discussion document' to

consider various issues and options related to

defining basic education and approved, by

individual motion, the following concepts:

(a) The Legislature should clearly indicate what

constitutes the "basic system of free quality

public elementary and high schools" required

by the Montana Constitution.

(b) The term "basic system" should be defined

(not merely "basic education", which could

imply only instructional components).

(c) The following components of a basic system of

education should be included in the

definition:

(i) the instructional part of the system

shall consider the accreditation

standards (see explanation of this

motion on page 14);

(ii) special education needs;

(iii) programs for gifted and talented

students;

(iv) teachers' benefits now included in the

12



retirement levy;

(v) comprehensive insurance now supported

by a separate levy for insurance;

(vi) transportation;

(vii) resources and equipment for a basic

instructional program;

(viii) in-service training for staff; and

(ix) salaries and benefits for support

personnel.

(d) The Subcommittee voted to delay action on

including capital outlay and debt service in

a definition, but discussed recommending an

interim study and delayed effectiveness of

these two school budget areas.

(e) The Subcommittee also moved to exclude

cocurricular programs from a definition and

took no action on whether to include school

board costs, such as elections.

HJR 16 Roundtable Discussion — Morning of June 23,

1988, Helena

The Subcommittee and the K-12 Education Subcommittee

jointly sponsored a roundtable discussion with members

of the education community and other interested

persons. The purpose of the meeting was to begin

building consensus on ways to address the school

funding lawsuit and to solicit direction for the

remainder of the HJR 16 study process. Dolores

13



Colberg, Commissioner of Political Practices, was the

facilitator. Over 20 interested persons sat with

members of the HJR 16 groups to share ideas and

interpretations.

Joint Meeting of the HJR 16 Groups — Afternoon of June

23, 1988, Helena

The three HJR 16 groups shared the actions of their

last meetings, with special attention to the

Subcommittee on Basic Education's preliminary selection

of components of a basic system of education, arrived

at the previous day. The K-12 Education Subcommittee

noted that, with the exceptions of transportation,

capital outlay, and special education, its staff had

been analyzing the costs of the various components and

the work had already appeared or would appear in the

staff reports.

Representative Sands explained his approved motion that

the Legislature merely consider the accreditation

standards when defining the instructional portion of a

basic system of education. He felt it would be

irresponsible for the Subcommittee and the Legislature

to accept the proposed accreditation standards as a

basis for funding and to relinquish the opportunity to

modify parts that the Legislature may not want to fund.

Alan Nicholson reiterated the Board's position that the

proposed accreditation standards should form the basis

upon which the educational system is built and that the

K-12 Education Subcommittee had progressed toward

"costing out" the quantitative parts of the proposed

standards. Legislative members expressed concern over

the final cost of the new accreditation standards.

14



Fourth Meeting of the Subcommittee on Basic Education
— August 15, 1988, Helena

(1) The Subcommittee invited Dr. Robert Albrecht,

Deputy Commissioner of Academic Affairs, Board of

Regents, to comment on the Regents' college

preparatory and entrance requirements and to

discuss how the requirements could mesh with the

proposed standards. Dr. Albrecht explained that

in 1987 the Board of Regents adopted entrance

requirements and a core curriculum requirement for

the six units of the University System in order to

help students plan and successfully complete their

higher education. ^° The Regents felt strongly

about the requirements because approximately 45%

of the students who start college leave the system

without getting a degree. The requirements will

become effective in the fall of 1990. The Regents

have agreed to consider modification of the policy

if it conflicts the Board of Public Education's

proposed standards.

(2) At its June 23, 1988, meeting, the Subcommittee

requested Lee Heiman, Legislative Council staff

attorney, to prepare a legal memo on certain

questions. ^^ The Subcommittee's questions and the

memo's summary conclusions are reported below.

What are the consequences if the Legislature fails

to enact a school funding system to replace the

present unconstitutional system?

Conclusion:

Assuming that present funding statutes are

unamended but money is appropriated for

15



distribution, the District Court will, after

advice from all parties and probably after

hearing, determine a constitutional method of

distributing those appropriated funds.

May accreditation standards adopted by the state

Board of Public Education be voided by legislative

inaction under section 20-2-115, MCA?

Conclusion;

Legislative inaction in funding proposed

accreditation standards does not affect the

validity of the standards, but because the

adoption of the standards is not an inherent

constitutional power of the state Board of Public

Education, the Legislature may by law change the

Board's authority to adopt the standards, thereby

rendering the proposed standards invalid in whole

or in part.

(3) The Subcommittee heard a staff report on student

assessment policies in Montana and the nation. ^^

HJR 16 requires that the legislative interim

committee assigned to monitor and evaluate the

Board's accreditation standard review also

consider any "student performance expectations

that may be linked to the accreditation standards

and school funding". This policy area was

included in HJR 16 as a follow-up to legislation.

Chapter 377, Laws of 1987, sponsored in the 1987

session by the Legislative Finance Committee to

require the Board to adopt rules for student

assessment in the public schools of the state.

During the 1985-86 interim, the School Funding

Subcommittee of the Legislative Finance Committee
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had addressed the cost of funding a "basic

education" in response to the school funding

lawsuit pending at the time. The student

assessment legislation and HJR 16 were successful

products of that Subcommittee's work.

Prior to the student assessment legislation,

Montana had no state-level requirement regarding

student assessment in the schools. School

districts exercised local choice in the type and

timing of any standardized testing of students.

(4) The chairman and staff of the Board reviewed

recent activities of Project Excellence and

revisions to the proposed standards resulting from

the Board activities following the May public

hearings.

(5) Representative Sands informed the Subcommittee

that he had submitted a copy of the proposed

standards to the U.S. Department of Education for

comment. He presented the letter received from

Chester E. Finn, Assistant Secretary and Counselor

to the Secretary. ^^ Mr. Finn criticized the

learner outcome approach because it lacked

specific content and there appeared to be little

mandatory assessment.

(6) The Subcommittee heard a staff report on state

funding for school facilities and debt service, as

requested at the June 23, lSfi8, joint meeting.^*

The report noted that participation in the

financing of school facilities ranges among the 50

states along a continuum from full state

assumption to no state involvement. Allocation

procedures for state aid for capital outlay and
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debt service are as varied as the individual state

funding mechanisms for current operating and

instructional expenditures. In 15 states,

including Montana, there are no state programs

designed to allocate support for school facility

construction or debt service. The remaining

states treat capital outlay and debt service as a

categorical program separate from their

instructional expenditure support programs.

Fifth Meeting of the Subcommittee on Basic Education —
November 16, 1988, Helena

(1) Alan Nicholson reviewed recent actions of the

Board of Public Education. On November 2 and 3,

1988, the Board held public hearings on the

administrative rules containing the proposed

accreditation standards. ^^ In December 1988, the

Board will consider the testimony received at the

hearings to determine the next course of action.

At that time, the Board must also determine which

rules have substantial fiscal impact, in

accordance with 20-2-115, MCA, governing Board

rulemaking. (See Appendix D.) The final report

of the K-12 Education Subcommittee suggests that,

if implemented, the proposed rules (i.e., the

revised accreditation standards and implementation

schedules) would cost 10% less than was actually

spent by schools in 1986 dollars. ^^ Compliance

with the current standards would have cost about

20% less than was actually spent in the 1986

school year. The Board may keep fiscal impact

standards on hold for the time being and adopt

only those standards that clearly have no fiscal

requirements, such as items similar to those

already in the current standards. The Board has 6
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months after a rules hearing to decide whether or

not to adopt a proposed rule, and that would give

the Legislature time to fully examine any proposed

standards that may require new funding.

(2) Sandra Whitney and Madalyn Quinlan, LFC staff

members, presented the final report of the K-12

Education Subcommittee.^' The report is a summary

of action and proposals of 25 separate reports,

listed in Appendix B. (The Legislative Finance

Committee also met Wednesday, November 16, 1988,

and unanimously approved the final report.)

The report's school funding equalization plan

includes the following concepts:

The foundation program will be set at the

cost of meeting the proposed accreditation

standards plus retirement and benefit costs

currently included in the retirement levy.

Districts will be allowed to spend up to 25%

above the foundation amount.

The first 10% above the foundation amount

will be "power-equalized" in that the state

will guarantee that 1 mill levied by a

district will raise $100 per ANB (annual

number belonging). Any district that raises

less than $100 per mill per ANB will be

subsidized by the state. Districts that

raise more than $100 per mill per ANB will be

subject to "recapture".

The remaining 15% above the foundation amount

will be generated through unequalized
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district revenues.

The proposal includes a 4-year phase-in of

the expenditure cap. Districts that

presently exceed the cap must reduce their

expenditures by equal amounts over 4 years

until the excess is within the limits of the

cap.

Teacher experience levels will be factored

into the foundation program schedules used in

determining each district's equalization

funding.

The current system of funding special

education will be continued for the present.

Nonexempt P.L. 874 funds (federal impact aid)

will be included as a resource for

equalization if the overall equalization plan

meets the federal wealth neutrality test for

equalization of nonexempt P.L. 874 funds. ^®

(3) Jesse Long, Executive Director, School

Administrators of Montana, offered a critique of

the cost and funding report. He suggested that an

additional 5% should be included in the cost

calculations. His analysis called for additional

funding to cover increases in health benefits,

teacher preparation time, and special education

costs now funded by local revenues.

(4) Pat Melby, an attorney representing the plaintiff

school districts in the school funding lawsuit,

reported that his clients' (and the court's)

position is that the standards are only part of a
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basic system of a quality education. In his view,

the cost and funding plan would fund only 90% of

63% of total school costs and would not provide

the equalized funding envisioned by the plaintiffs

and the court.

(5) Chairman McCallura offered the following language

as a definition of basic education:

. . . the courses set by the Board of
Regents to gain admission to the
University System, plus one credit
of physical education; and a
graduation requirement of 16
credits. In addition, schools are
encouraged to enlarge the
curriculum if at all possible.
Local districts would be allowed to
use any elective subjects to round
out the curriculum. It is also
recommended that present staffing
patterns remain. The work of
Project Excellence is appreciated.
The proposed recommendation for a

definition would allow the state to
fund its portion of the School
Foundation Program to the desired
level.

(6) Subcommittee members debated the suggested

definition, with some members supporting the

concept on the ground that high schools cannot

avoid offering the college preparatory program,

while others argued that the definition did not

speak to elementary curriculum or standards and

that the Regents' policies, rather than those of

the Board of Public Education, would dictate the

operation of K-12 education. Following lengthy

discussion of the suggested language, Chairman

McCallum called for other proposals.

(7) Senator Blaylock suggested an examination of the
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definition of a basic system of education

submitted by the staff to the Subcommittee on

Basic Education prior to the meeting. (See

Appendix C.) Staff noted that the definition was

based on the accreditation standards as the

instructional component and was, therefore,

inconsistent with Subcommittee action to date.

(See page 12, subsection (5)(c)(i).) However, the

proposed definition was consistent with the

assumptions and actions of the K-12 Education

Subcommittee.

(8) Senator Jergeson moved that the Subcommittee

recommend the proposed definition, with the intent

to go through each component separately for

amendment before a final vote was taken. The

Subcommittee discussed the various components and

sought clarification on the meaning of some

language choices and effective dates for

implementation.

(9) Representative Sands moved to substitute for

subsection (l)(a) in Appendix C the language

suggested previously by Chairman McCallum. The

motion failed on a 4-4 tie vote.

Joint Meeting of the Legislative Finance Committee, the

Board of Public Education, and the Subcommittee on

Basic Education — November 17, 1988, Helena

(1) Representative Peck opened the meeting as acting

chairman. Alan Nicholson, Chairman of the Board

of Public Education, moved that Representative

Peck chair the meeting for the day. Senator

Blaylock moved that members vote as individuals

rather than by committee.
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(2) Representative Peck opened discussion by asking

Mr. Nicholson to review the Board's work on

Project Excellence and the Board's recommendations

to the joint meeting regarding both the proposed

accreditation standards and a definition of a

basic system of education.

Mr. Nicholson commented that the Board recommended

that a definition of a basic system of free

quality education be established and that the

instructional portion of such a definition be the

proposed accreditation standards. Section

20-7-111, MCA, already equates the "basic

instructional program" for schools with the

accreditation standards. The Board also

recommends additional components of a basic

system. (See pages 10 and 11 of this report.)

The Board agrees with the K-12 Education

Subcommittee's approach of basing funding on the

standards, yet the Board believes that certain

unavoidable costs were not included in the cost

studies and should be considered. Schools that

are already using many of the proposed standards

should not be penalized by funding schools solely

on what was required by the current standards.

Mr. Nicholson suggested that the schedules in the

report's funding equalization plan should be

increased by at least 10% to reflect current costs

and practices. (See page 8 of reference no. 16.)

(3) Madalyn Quinlan and Sandra Whitney, LFC staff

members, were asked to review the history of the

cost studies and the funding mechanism outlined in

the November 11, 1988, final report of the K-12
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Education Subconunittee. The report's funding plan

suggests that $507 million in school costs could

be equalized in 1990 and $521 million in 1991.

Table 10 of the report indicates that the state's

share of the costs would increase by $166 million

in 1990. If a statewide mill levy were used to

generate the $166 million, it would require

levying a total of 131 mills statewide, which

would include the 45 mills already required and

current permissive levies. The current funding

structure equalizes 56% of school general funds

and retirement levy costs. The proposed plan

would equalize 88% of those costs and would reduce

the inequities in millage between "high wealth"

and "low wealth" districts. The plan may meet the

federal equity requirements for using P.L. 874

funds as local wealth at some time in the future.

Senator Regan, Chairperson of the K-12 Education

Subcommittee, added that other components of

education not included in the cost studies, such

as transportation, will need further study to meet

the equalization required in the Loble decision.

(4) Senator Regan moved that the joint meeting accept

the K-12 Education Subcommittee's final report for

submission to the 51st Legislature. She clarified

that the motion would be an action to merely

submit the report for further consideration by the

Legislature and that a vote for the motion would

not be a wholesale acceptance of the figures and

concepts in it. Following extensive discussion on

what the motion intended, it was decided that, if

accepted, the report would be accompanied by a
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"memo of understanding".* The motion was then

approved unanimously.

(5) Senator Blaylock moved that the joint meeting

accept the accreditation standards as the

instructional portion of a definition of a basic

system of education. (See subsection (l)(a) in

Appendix C.) Senator Jergeson noted that the

language in the definition discussed previously

and in Senator Blaylock ' s motion could refer to

either the current or the proposed standards.

(6) Representative Mercer offered to amend the motion

to read that any accreditation standards that

contribute to a definition would require

legislative approval, adding a step that would

allay fears that the Legislature might relinquish

control over what must be funded.

(7) Senator Van Valkenburg noted that the state

constitution and other laws have given the Board a

range of authority to work within, and if there

are concerns with Board rulemaking, the

administrative rulemaking process allows the

Legislature to amend or repeal any Board rule.

Others agreed that the Board might be convinced to

reserve adoption of the new standards until the

51st Legislature has had time to discuss costs and

other school funding issues.

(8) Senator Blaylock 's motion passed with 14 "ayes"

and 8 "noes". Following the vote, members

discussed adding a requirement of legislative

*The "Memo of Understanding" was unavailable at
the time of printing this report.
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approval of Board rules on standards, but no

further motion prevailed.

The Board plans to document further actions

regarding the proposed accreditation standards in

a final report to the 51st Legislature.
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APPENDIX B

REPORTS PRESENTED TO THE K-12 SUBCOMMITTEE
by the Legislative Fiscal Analyst Staff

Topic: Cost of Educational Components

"Description of Methodology Used for 63 Percent," by Sandy Whitney
(November 20, 1988).

"Cost of Accreditation Standards Study," by Sandy Whitney (Novem-
ber 13, 1987).

"Survey Sample Size for K-12 Education Questionnaire," by Sandy
Whitney (November 19, 1987).

"Schools Eliminated in Survey," by Sandy Whitney (November 19,

1987).

"Education Survey," by Sandy Whitney (January 19, 1988). (Results
of a survey designed to verify information reported on fall reports
and to obtain personnel information from 48 school districts.)

"Issues Important in Determining a Model to Arrive at a Cost of

Meeting the Accreditation Standards," by Sandy Whitney (January 21,

1988)

.

"Cost Meeting the Current Accreditation Standards," by Sandy
Whitney (April 4, 1988).

"Cost of Complying with Current Accreditation Standards Based on
District Average Salaries," by Sandy Whitney (May 11, 1988).

"Additional Information on Costs of Education," by Sandy Whitney
(June 23, 1988). (Addresses the cost of extracurricular and co-cur-
ricular programs, beginning salaries by school size, and average
salaries in a five -state region).

"Costs of Complying With Proposed Accreditation Standards," by
Sandy Whitney (June 23, 1988).

"K-12 Teacher Salaries," by Sandy Whitney (August 19, 1988).

"K-12 Teacher Salaries: Use of Salary Schedules," by Sandy Whitney
(September 17, 1988)

"Determination of a Cost Schedule and Estimation of the Costs of the

Schedule," by Sandy Whitney and Madalyn Quinlan (October 19, 1988)

"Teachers Excluded From the Cost Reports," by Sandy Whitney
(October 21, 1988)

"Calculated Costs of Complying With the Proposed Accreditation

Standards - Fiscal Year 1986," by Sandy Whitney (October 24, 1988)
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Topic: Education Finance

"Montana's Public School Funding and Delivery System, " by Madalyn
Qulnlan (November 19, 1987).

"Designing a Public School Funding System," by Madalyn Quinlan
(November 19, 1987).

"Public School Funding Systems in Montana, Idaho, North Dakota,
South Dakota, Wyoming, and Washington," by Madalyn Quinlan (April

4, 1988).

"Funding the Accreditation Standards Proposed by Project Excel-

lence," by Madalyn Quinlan (June 23, 1988).

"Options for Funding Insurance and Retirement Costs in School Dis-

trict Budgets," by Madalyn Quinlan (August 16, 1988).

"Options for Equitably Fxinding a Basic Education," by Madalyn
Quinlan (October 26, 1988)

Topic: PL- 874 Federal Impact Aid

"General Fund Expenditures of PL-874 Districts," by Madalyn
Quinlan (January 21, 1988).

"Equalization of Federal Impact Aid (P.L. 81-874) by Madalyn Quinlan
(May 13, 1988).

Topic: Definition of a Basic System of Quality Education

"Will Accreditation Standards Define a Basic System of Quality Educa-
tion?" by Curt Nichols (May 13, 1988).

Topic: ProsT" s Reports

"Progress of the K-12 Subcommittee and Points of Consensus," by
Curt Nichols (August 19, 1988).
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A DEFINITION OF BASIC EDUCATION

SAMPLE LANGUAGE FOR DISCUSSION PURPOSES

Prepared by staff of Subcommittee on Basic Education

November 1988

Section 1. Definitions. As used in this act, the following

definitions apply:

(1) "Basic system of free quality education" includes:

(a) the basic instructional program defined and specified by

the accreditation standards adopted by the Board of

Public Education as set forth in 20-7-111;

(b) salaries and mandated employee benefits for district

certified and non certified employees required to

execute the basic instructional program set forth in

[subsection (1) (a)], including, but not limited to,

special education programs for the handicapped and

gifted;

(c) resources and equipment required to provide the basic

instructional program set forth in [subsection (1)

(a)], including, but not limited to textbooks,

supplies, media materials, etc.;

(d) in-service training and staff development required to

execute the basic instructional program in an effective

and efficient manner;

(f) capital outlay, which means those funds used for the

maintenance, improvement, equipping, renovating, or

major repairing of school buildings or school

facilities, but does not include those funds used for

acquisition of land or new construction of school

buildings or facilities until July 1, 1995 (or any

earlier effective date as provided by the legislature

as a result of interim study as required by section

CI



calling for study);

(g) transportation to and from public schools as provided

by (current laws or by effective date provided as a

result of interim study).

(2) "Foundation program" means the program defined in 20-9-301

(as amended below).

Section. 2. 20-9-301. Purpose and definition of foundation

program and general fund. " (1) A uniform basic system of free

quality public schools sufficient for the education equal

educational opportunity of and open to all school age children of

the state shall be established and maintained throughout the

state of Montana. The state shall aid in the support of its

several school districts on the basis of their financial need as

measured by the foundation program and in the manner established

in this title.

(2) The principal budgetary vehicle for achieving the

minimum financing as established by the foundation program shall

be the general fund of the district. The purpose of the general

fund shall be to finance those g ene ral maintenance and

ope rational costs of a basic system of education of a district

as defined in [section 1] and not financed by other funds

established for special purposes in this title.

(3) The amount of the general fund budget for each school

fiscal year shall not exceed the financing limitations

established by this title but shall be no less than the amount

established by law as the foundation program. The general fund

budget shall be financed by the foundation program revenues and

may be supplemented by the permissive levy and additional voted

levies in the manner provided by law. "
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SECTION 20-2-115, MCA

BOARD OF PUBLIC EDUCATION RULES WITH

SUBSTANTIAL FINANCIAL IMPACT

20-2-115. Rules with substantial financial impact - fiscal nota - efleet

without funding. (1) When developing rules, policies, and standards under

20-2-121(6). (7), (9), and (II), the board or public education shall determine

the financial impact of the rule, policy, or -standard on school districts.

(2) The superintendent of public instruction shall prepare a fiscal note

for submission to the board, using criteria and assumptions developed by the

board. The fiscal note must be prepared within 30 days of a request unless

the board agrees to u longer time. The board may also accept other testimony

and ezhibiU on the financial impact to school districts before proceeding to

rulemaking.

(3) If the financial impact uf the proposed rule, policy, or standard is

found by the board tu be substantial, the board may not implement the rule

until July 1 following the next regular legislative session and shall request the

next Legislature to fund implementation uf the proposed rule, policy, or

standard through the foundation program. A substantial financial impact is an

amount that cannot be readily absorbed in the budget of an existing school

district program.

(4) A proposed rule, policy, or standard not found by the board to have

a substantial financial impact on school districts or funded by the Legislature

may be implemented at any time.
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